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UNIT^ STATES CIVIL SERVICE COMMISSION 

BUREAU OF RETiREMENT AND INSURANCE 
WASHINGTON 25, D.C. 





The books and records of the Mutual of Omaha Insurance Company at Omaha, 
Nebraska, and the General Agent at Washington, D. C. applicable to the 
Government Employees Health Association operations under its health 
benefit plan were examined in accordance with Section 11(b) of the Fed- 
eral Employees Health Benefits Act of 1959 and Section 4.9 of Contract 
CS 1065 with the United States Civil Service Commission for the third 
contract period ended October 31 > 1963* Copies of the report on the 
examination are enclosed. 


As a result of the examination covering the second contract period, 
certain adjustments were recommended which were properly incorporated 
into the Annual Accounting Statement for the second contract period. 
As noted in the report, certain adjustments for the third contract 
period are to be included in the Annual Accounting Statement for the 
fourth contract period. These have been discussed and agreed upon 
by responsible representatives of the Underwriter and members of my 
staff. 

With reference to the contract provision that specifies "the Carrier 
will preserve records relating to a contract period for three years . 
after the close of the contract period to %rtiich they relate," we rec- 
ognize that the cost of maintaining inactive supporting paid claim 
records after review by the U. S, Civil Service Commission for pos- 
sible review by the U. S. General Accounting Office is an added ex- 
pense to your Plan — I am referring to such documents as hospital, 
doctor, nurse and other bills that are normally maintained in claim 
files. Under the contract provision the first contract period rec- 
ords may be destroyed after November 1, 1964; however, if your pl&ui 
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no longer requires the supporting records relating to the second con- 
tract period, I waive the contract's provision for the preservation 
of these records. This proposal is not a permanent amendment to the 
contract or to a disposal program; hut rather a means to permit des- 
truction of claim records for the second contract period at this 
time if they are no longer required for claims administration. 

Please express my appreciation to representatives of the Underwriter 
and the Agent for the courtesy and cooperation accorded to the mem- 
bers of my staff during the examination. 


Sincerely yours, 

Andrew E. Ruddock 
Director 

Enclosure 
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aO¥lEIIMB® EMPM/IEES HEAI/HI ASSOCIAflOI 

(icwmmce cs 1065 

TO Til FIEIOD ISOM NCmmim 1,, 1962 EIBOWSi OGTOIflm 31,, 1963 


Tie (J0fers:»2at Uroplojcees HeEl.tla AssoclatioB.^ aa eiaployee orgaaiaa' 


timi •^d.tb heackimrters ia WasIiBst 


* 0 C „ s eaterefi ijxto Contract CS 


3.065 Mth tlae United States Ci'fil Service CosBalssion a.ader Section A(3) 
of tiie Federal liffl:p3,oyeeB Sea3.th Be».efits Act of 1959 fo offer its raem-*- 


ters an iadamity-^type heal-th benefits plaa< 


contract le came 


effective Jiily ISitl) 


.enresutfi; 


at ire a of the CcHaiiissioa escaMisKid tie 


Flssls acecrttnt&s.g stateviefTt and tia® stroportirig recjtK’ds of tie Under™ 
■writer and I'ts Clesiieral Agettt as of October 31|> 19^3 'tor ttm cott't:ract 
period tliea eMed,, 


(MsOmi CX)M«T^; 

. LX 4>A:i :< --•ijssror 1 i> 

Btaee t&e P3.,aB is of tie eii>loyee orgeii.iEatioa type^ enroUiaepts 
for tenefits of ’fclie Plaa are arailalle to all, persoas '?iAi.€) qpslify as? 
jaeafeers? of tie Cs 0 ^'ernMeat Esaployees Health. Association (hereim:ffcer 
refeK’ed to as the Associatioa) , 
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HEALTH BENEFITS 

Payments of claims for Hospitalization physicians' and related 
charges dnring the third contract period totalleq | Re- 

imbursements made to the Association by the Underwriter's Agent were 
supported by certified listings of claims paid by tha Association’s 
representative. These listings contained the .rnimber aad tota.1 value 
of claims paid aad were supported by the Association's worksheets 
showing the basis on ^,ich the Msoimt paid was determined. Subsequent 
to reimbursing the Assoeiation^ the Agent transmitted all of the work- 
sheets to the Underwriter's Home Office at Omaha, Nebraska where they 

were post-audited aad posted for accounting and statistical parposes, 

STAT 

HEALTH BENEFITS ACeRUAL 
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and acccruntiag support, and requires the Plan to maintain financial 
records under generally accepted accounting principles. 
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SCOPE OF EKAMimTION 

This report covers a survey of the Underwriter's internal con- 
trol for claims administration and accounting procedures; and the 
examination made of subscription charges, health benefit charges, 
administrative expense, retention charges, and the Special Reserve. 

, Postings of the value of paid claims to the Underwriter's rec- 
ords were verified to the cleared drafts on a test-check basis; and 
the total amount paid as shown by the Plan's accounting statement 
was verified to the Underwriter's records. 

A verification was made of the accrued health benefits as of the 
end of the contract period based upon the experience of claims paid 
during the first six months of the fourth contract period. 

All administrative expenses were verified to the Underwriter's 
books of account and a representative number of accounts were verified 
to the source docximents. 

Taxes paid were verified to the Underwriter's records and books 
of account. 

The computation of the commissions, override and risk charge was 
verified. 

The Plan's investment income together with its Special Reserve 
was verified to the Underwriter's records as of the end of the third 
contract period. 
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